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This study examines how different Latino generations 
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tabulations of Current Population Survey data collected monthly by the U.S. 
Bureau of the Census, with the years 1995 and 2000 as the starting and 
closing points for the analysis. Results indicate that beyond the age of 25 
years, second generation Latinos fare better than similar immigrant Latinos. 
They are better paid, their rates of job-holding are at least as high, and 
they experience similar unemployment rates. By the time they reach prime 
working age, most second generation Latinos fare at least as well as African 
Americans, though their labor force outcomes are markedly worse than those of 
whites. High education levels are a prerequisite for second generation 
Latinos to reach parity with white earnings levels. Many second generation 
Latinos are in school during their teens and early twenties, but about a 
quarter of them work and study at the same time. Foreign-born Latino teens 
who are new arrivals earn substantially more than second generation Latino 
teens. Second generation Latino teens are paid less, experience higher 
unemployment, and have much lower rates of job-holding than recently arrived 
immigrant Latino teens. (Contains 19 references.) (SM) 



Reproductions supplied by EDRS are the best that can be made 
from the original document. 



T> 035 121 



w 



Pew 

w®p« 




A PROjECT OF tHB P£W CHARITA8LE TRUSTS AND USC AWWEW6EBG SCHOOL (OR COMMUNICATION 



WORK OR STUDYs 

DIFFERENT FORTUNES OF U.S. LATINO GENERATIONS 

by 



Richard Fry 



and 



B. Lindsay Lowell 



.7919; W; Street NW ^ Suite^b' V • . rWashingto^ DC ickgfe- ’ - 

. Td*.202r292“33'00 : >>: Fax: 202-785:8282 vvww.pewhispanicorg ; 






2 



U.S. DEPARTMENT OF EDUCATION 
Office of Educational Research and Improvement 
EDUCATIONAL RESOURCES INFORMATION 

y CENTER (ERIC) 

This document has been reproduced as 
received from the person or organization 
originating it. 

□ Minor changes have been made to 
improve reproduction quality. 



0 Points of view or opinions stated in this 
document do not necessarily represent 
official OERI position or policy. 



PERMISSION TO REPRODUCE AND 
DISSEMINATE THIS MATERIAL HAS 
BEEN GRANTED BY 



g-fvy 

TO THE EDUCATIONAL RESOURCES 
INFORMATION CENTER (ERIC) 



Richard Fry 

Senior Research Associate 
Pew Hispanic Center 



Fry was a Senior Economist at the Educational Testing Service, where he 
focused on trends in U.S. college enrollment. At the U.S. Department of Labor, his 
research focused on immigrants. 
rfn/@pewhispanic.orq 



B. Lindsay Lowell, Ph.D. 
Director of Research 
Pew Hispanic Center 



Lowell previously directed research at the Institute for the Study of 
International Migration at Georgetown University and the U.S. Commission on 
Immigration Reform where he served as a National Coordinator for the Mexico/U.S. 
Binational Study. He co-edited Sending Money Home: Hispanic Remittances and 
Community Development (Rowman & Littlefield, 2002). 
iowellbl@pewhispanic.orq 



The Pew Hispanic Center is supported by The Pew Charitable Trusts of 
Philadelphia. It is a project of the University of Southern California Annenberg 
School for Communication. Founded in 2001, the Center is a non-partisan 
research organization. Its mission is to improve understanding of the diverse 
Hispanic population in the United States and to chronicle Latinos’ growing impact 
on the nation. 



The opinions expressed in this report are those of the authors and do not necessarily 
reflect the views of the Pew Charitable Trusts 



1 



3 



EXECUTIVE SUMMARY 



The Latino population is on the cusp of a major generational change. For the 
past several decades its growth was fueled mostly by immigration.. Now, the 
extraordinary fertility rate of foreign-bom Latinos living in the United States is 
fueling Hispanic population growth at a faster rate than the influx of new 
immigrants. Soon, the U.S. bom children of those immigrants will expand the adult 
Latino population. This imminent development requires renewed attention to age- 
old questions in the history of migration: Will the second generation do better than 
the first? How much advantage comes from being raised and educated in the new 
land? How well can the children of immigrants compete against contemporaries 
from non-immigrant families? This report begins to answer those questions by 
examining the way the different Latino generations perform in the labor market, 
focusing on the wages and employment of young adults. 

The data compiled and assessed here show that the different Latino 
generations — the immigrants and their U.S.-born offspring— play markedly different 
roles in the labor force, and they present dissimilar challenges and opportunities to 
employers and policy-makers. 

As teenagers and young adults, Latino immigrants work. Indeed they work 
more and earn more than anyone else in their age group including whites. But, this 
advantage is very temporary because immigrant youth are working full-time while 
their contemporaries are studying, and a lack of education and skills locks 
immigrants into the low-end of the labor market through adulthood. Thus, the 
American economy's appetite for young, low-skilled immigrant labor inevitably 
produces a substantial supply of adult workers with minimal qualifications. So far, 
during times of economic growth this workforce has found ready employment, but 
the experience of both the 2001 and the 1990-91 recessions have also shown that 
they are among the first to be let go in a downturn. 

The portrait presented of the children of immigrants is more complex and more 
troubling. Many in the second generation are in school during their teens and early 
twenties, acquiring skills and education that boost their earnings in later life. But, 
they are also very vulnerable during this period. About a quarter of all second- 
generation Latino youth both work and study at the same time. This is a measure of 
the extent to which pursuing and education beyond the age of 16 involves an 
economic sacrifice for the young of immigrant households. This data, combined 
with the exceptionally high unemployment rates experienced by second-generation 
Latino youth, has clear implications for the formulation of policy on student loans 
and other forms of financial aid. This generation holds out much promise, but the 
data reported here strongly suggest that it will need help to fully realize its 
potential. 
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U.S. labor market outcomes vary significantly according to the age of the 
worker. Earnings rise and employment stabilizes with experience. So, for example, 
teen unemployment rates are often multiples of the rates experienced by middle- 
aged adults. When it comes to Hispanics, labor market analysis must recognize the 
unique age structure of Latino generations. Working age Latino immigrants tend to 
be mature adults; about l-in-10 is between the ages of 16 and 24. By contrast, 4-in- 
10 working age second generation Latinos are between the critical ages of 16 and 
24, reflecting the native-born youth boom. Age sensitive labor market analysis 
reveals that the fortunes of the second generation of Latinos appear very different, 
depending upon whether we investigate outcomes for youth or focus on adults over 
the age of 25. 

Some of the key findings of this report include: 

o Beyond the age of 25, second generation Latinos clearly fare better than 
similar immigrant Latinos. They are paid better. Their rates of job- 
holding are at least as high, and they experience similar unemployment 
rates. 

° By the time they reach prime working age — beyond 25 years-old-most 
second generation Latinos fare at least as well as African Americans, but 
their labor force outcomes are markedly worse than whites, 
o High levels of education seem to be a prerequisite for second generation 
Latinos to surpass parity with white earnings levels. Indeed, second 
generation Latinos with college degrees on average earn more than 
college-educated white prime-age workers. 

° For young adult Latinos under the age of 24, labor market well-being by 
generation is reversed. Foreign-born Latino teens who are new arrivals 
earn substantially more than second-generation Latino teens. In fact, 
foreign-born Latino teens are the highest paid workers in the teen labor 
market, earnings almost twice the amount earned by white and African 
American teens. This reflects the high work hours of immigrant Latino 
teens and their much greater attachment to the labor market. 

© Second generation Latino teens are paid less, experience higher 

unemployment, and have much lower rates of job-holding than recently 
arrived immigrant Latino teens. Fewer of them are in the labor market at 
all. Instead, many second generation Latino teens are engaged in what 
white and African Americans teens do: investing in their skills by 
pursuing formal schooling. Very few immigrant Latino teens who 
recently arrived in the U.S. are enrolled in school. Latino immigrants 
who arrived in the U.S. during childhood do not do as well as their U.S.- 
born kin when they reach adulthood. While Latinos of generation 1.5 



may have similar educational experiences to those of native-born 
Latinos, upon maturity their labor market outcomes are decidedly below 
second-generation Latino adults. In spite of many years of U.S. 
residence, "near-native Latinos" experience labor market difficulties 
associated with their immigrant status. 

Overall, the data analyzed in this report present a mixed picture with about 
as many optimistic indicators as there are troubling ones. Clearly, when the U.S. 
economy is growing rapidly, as it did in the late 1990's, the labor market affords 
extraordinary opportunities to immigrant youth. Even those with very little 
experience in the U.S. labor market can find steady work. When they are in their 
late teens, immigrant youth do better than the native bom. This is a short-lived 
advantage, however. Wages for immigrant youth start low and stay low through 
adulthood. By age 25, second generation Latinos eclipse their immigrant 
counterparts. Lacking exposure to U.S. schools, the immigrants' narrow focus on 
the employment world puts them on a sub par earnings path relative to second- 
generation teens. Meanwhile, the schooling endeavors of second-generation teens 
likely will reap larger labor market payoffs later in life because rates of return to 
educational attainment are substantial for native-born Latinos. 

In terms of generational advancement and the broad question of whether 
the second generation will go farther than the first, the news is good. There are 
strong indications that most of the U.S. bom children of Latino immigrants will 
move beyond the life of working-class poverty that is typical of both their parents 
and their foreign-born contemporaries. This analysis finds a substantial movement 
forward from the first generation to the second, but it also finds that this 
movement forward is not nearly powerful enough to bring the second generation to 
parity with white workers. Over the next several decades, as the second generation 
takes its place in the labor market, the overall economic status of the Latino 
population is likely to improve. And, this new cohort of workers will probably fill 
different jobs than their immigrant forbearers, jobs that pay more for greater skills 
or education and a greater mastery of English. But, this large and growing second 
generation, even though it is native born and the product of U.S. schools, seems 
likely to fall short of enjoying the kind of employment and the standard of living 
that most white Americans take for granted. 
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INTRODUCTION 

The Latino labor force is experiencing a major generational shift as 
increasing numbers of today's young native-born Latino Americans become 
workers. The fabled baby boom of the 1950s fueled the rapid growth of the white 
and African American populations. Now, decades later, the number of youthful 
non-Hispanics is declining while aging baby boomers continue to dominate the 
labor force. Sizable increases in Latino immigration in the 1970s fueled a rise of first 
generation workers and now the children of these immigrants are beginning to 
enter the labor market. In an upcoming report the Pew Hispanic Center will offer a 
detailed examination of the demographic changes that will reshape the U.S. labor 
force over the next two decades. This report describes the wage, employment 
outcomes, and labor market attachment of Latino adults by age and generation 
during the economic expansion of the late 1990s. 

, This report's key contribution is generational; comparisons by age that show 
that generational outcomes vary strongly by age. The behavior of teens and young 
adults diverges sharply from adults over the age of 25. The teenage years appear to 
be a critical period for Latino youth as they make very important choices on 
working full-time versus part-time and whether to pursue schooling or not. Of 
course it is impossible to predict with certainty how the youth of today will perform 
as adults in the future, but the available data suggest that these teen outcomes and 
choices have long-term implications for educational attainment, earnings, and 
overall labor market success. For example, foreign-born Latino teens are very 
successful in the U.S. labor market relative to their native-born peers, but their teen 
success likely comes at a very high price in term of long-term labor market 
opportunity. 

The report opens with a review of Latino unemployment experience during 
the late 1990's economic expansion to show the importance of age for generational 
analysis. The data source for the analysis is then briefly described. To contrast teen 
and young adult outcomes, we provide an overview of labor market trends and 
outcomes for prime-age workers. Substantially different outcomes are apparent 
among Latino 16-to-19 year-olds depending on their nativity, and thus we focus on 
the activities pursued by Latino teens across generations and in comparison to 
white and black youth. Since Latino immigrant and native-born youth are pursuing 
radically different activities, we gauge the long-term labor market implications of 
these youth behavior and outcomes. 

GENERATIONS AND THE YOUTH EFFECT 

Along with most U.S. workers, Latinos improved their labor market standing 
during the latter 1990s, in terms of more employed, declining unemployment rates, 
and increases in earnings. After a long period of recovery following the recession of 
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1990-1991 ; all working-age Latinos saw increases in their labor force participation 
rates and significant drops in unemployment from 1995 to 2000. 

But clear differences stood out among. the four generational groups of 
Latinos at work in the U.S. today (see box), especially when contrasting young 
workers (16 to 24 years old) and prime age (25 to 66 years old) labor force 
participants: 

o The 1.0 generation is the foreign bom who arrived as adults, 
o The 1.5 generation is the foreign bom who arrived as pre-teens, 
o The 2nd generation is the native bom with at least one immigrant parent, 
o The 3rd+ generation is the native born with two native-born parents. 

The immigrant first and 1.5 generations experienced the strongest 
improvements in labor force participation and the greatest declines in 
unemployment over the 1995 to 2000 period (see Figure 1). On the other hand, the 

third-plus generation remained 
better off in terms of these 
indicators than the other 
generations but experienced less 
overall improvement from its 
higher baseline. Unemployment 
rates declined strikingly for the first 
generation from over 9 to 5 
percent, while the third-plus 
generation unemployment fell 
from nearly 8 percent to just over 
5. Immigrants saw their labor force 
participation rates rise by over 4 
percentage points, while the third 
generation saw a 1 percentage 
point increase in participation 
rates. 

Yet, the second generation had 
the lowest labor force participation 
rates and the highest unemployment rates in either 1995 or 2000. They carried this 
unenviable status into the recession of 2001 when unemployment rates soared at 
times to more than 10 percent, spikes not experienced by the other generations 
(Suro and Lowell, 2002). The most obvious explanation for the greater job losses 
among second-generation workers is their youth. Lacking seniority, younger 
workers typically are hurt badly in recessions. The average age of the second 



Figure i. Unemployment of All 
Latino Workers by Generation 

12 . 0 % 

10 . 0 % 

8 . 0 % 

6 . 0 % 

4.0% 

2 . 0 % 

0 . 0 % 

1.0 1.5 2nd 3rd+ 

ti 1 995 @ 2000 




6 



O 



8 



Table i. Unemployment Rates by Latino Generation and 
Age Group, 2000 (in %) 



Ages 


All 




Generation 






Latinos 


1.0 


1.5 


2nd 


3rd+ 


16-66 


5.7 


5.0 


6.0 


7.8 


5.3 


16-19 


15.9 


14.2 


11.2 


20.5 


14.7 


20-24 


7.9 


6.0 


6.7 


9.9 


8.8 


25-44 


4.7 


4.7 


5.0 


5:2 


4.2 


45-66 


3.9 


4.7 


3.9 


3.1 


2.4 



Source: Current Population Survey 

generation was only 19 in 2001 while immigrants averaged about 37 years of age. 
Nearly 4-out-of-10 of second-generation Latino adults are young adults less than 25 
years of age. By contrast, only l-in-7 of first generation adults are teens and young 
adults. 

Age differences drive much of the variation among Latino generations. Nowhere 
is this more evident than for the second generation. The second generation total 
employment figures are strongly affected by their youthful age composition. 
Generational averages mask strong age effects (see Table 1). Teens and young adults 
experience the highest rates of unemployment, and because they are a much larger 
share of the second generation than of the first, the youth effect causes much of its 
higher unemployment rate. In fact, if teens and young adults are taken out of 
consideration, the second generation actually has unemployment rates that are 
below the Latino average and are also below the rate for first generation's prime age 
workers. 

So, in sum, to understand how generations are faring, we need to look carefully 
at teens and young adults as compared to the prime working age population. 
Generational outcomes can be markedly different once age is taken into account. 
While the second generation's average suggests they are not doing as well as 
immigrants, this is the case only for the youth. Among prime-age adults, second- 
generation employment rates and labor market attachment are at least as high as 
the first generation's and their earnings, on average, are far superior to the 
immigrant generation's earnings levels. 

DATA FROM THE CURRENT POPULATION SURVEY 

This analysis is based on our tabulations of the Current Population Survey (CPS) 
data collected by the U.S. Bureau of the Census. Each month the Census Bureau 
administers the survey to a scientifically selected sample of about 50,000 
households. The CPS is a primary source of information on the earnings and 
employment of the nation's adults and the state of the nation's labor market. It 
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provides the basis for the official estimates of the nation's monthly unemployment 
rate released by the U.S. Bureau of Labor Statistics. 



Each month, the CPS asks detailed earnings and job characteristic questions to 
one quarter of the sample (the "outgoing rotation group"). For the purposes of 
examining the labor market outcomes of minority populations, any one monthly 
CPS outgoing rotation group will lack sufficient sample size. In order to overcome 
the limitation of the monthly samples, a calendar year's worth of outgoing rotation 
groups data have been added together into one data file, and it is these merged 
outgoing rotation group files that we use for our analysis. This means that our CPS 
sample is three times as large as the typical monthly CPS and gives us better 
estimates for Latinos (see Appendix A for further details on the CPS data). Unlike 
the decennial Census or the American Community Survey, the CPS asks 
respondents to state both parents' country of birth and their own country of birth. 
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This enables us to identify persons that are in the second generation separately 
from other native-born individuals. Appendix B includes several tables that 
elaborate on the basic findings discussed below. 

The choice of 1995 and 2000 as starting and closing points for our analysis was 
dictated by both labor market considerations and data constraints. The National 
Bureau of Economic Research officially dated the most recent recession as 
commencing in March 2001. On an annual basis, 2000 was likely a cyclical peak for 
the U.S. economy based on employment and real wage levels. In regard to the 
starting point for the analysis, real wage levels turned up for low wage workers 
beginning in 1993 (Economic Report of the President, 1999). Ideally, we would 
have liked to examine the cyclical path of Latino labor market outcomes prior to 
1995. Unfortunately, adequate data on labor market outcomes by generation is not 
available prior to 1995. 

ADULTS— SECOND GENERATION LABOR MARKET ADVANTAGE 

Native-born Latinos enjoy a distinct advantage in labor market outcomes over 
their immigrant counterparts among prime working age adults aged 25 and older. 
Over the course of the late 1990s, this is clearly evident in employment outcomes, 
as well as in earnings. Although Latino native adults do better than immigrants, 
they do not fare as well as non-Hispanic whites. 



Gains in Adult Employment From 
1995 to 2000 

Second-generation Latino 
prime-age adults are more likely to 
find and keep employment than 
their immigrant counterparts. In 
some instances, the difference in 
second generation and first 
generation job holding can be quite 
large. In 2000, for example, 45 
percent of island-bom, first - 
generation Puerto Rican 45-to-66 
year olds held employment. 
Meanwhile, about 61 percent of 
second-generation, mainland-bom 
Puerto Rican 45-to-66 year olds held 
jobs in 2000. 



Figure z. Employment-to- 
Population Ratios by Latino 
Generation, Adults ages 25 - 44 
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It is important to define benchmarks for the levels and progress of the Latino 
labor force by comparing Latino outcomes to those of other non-Latino persons. 
Prime-age second-generation Latinos land jobs at rates equal to or exceeding their 
African-American counterparts but slightly lag similarly aged whites. In 2000, about 
63 percent of African American 45-to-66 year olds found employment. Sixty-six 
percent of similarly aged Mexican second generation persons and 61 percent of 
second generation mainland-bom Puerto Ricans held jobs. By contrast, 70 percent 
of white 45-to-66 year olds held jobs in 2000. 

Latino adults benefited from the job expansion of the late 1990s, even more 
than African American adults. Latinos ages 45-to-66 in particular had very large 
employment gains. Job-holding by blacks in this age group increased by just 4 
percentage points. Latino employment rates increased by nearly 10 percentage 
points, and the gains were widespread, experienced by second generation Latinos as 
well as immigrants. For example, among 45-to-66 year olds of Mexican descent, 
employment shot up from 53 percent to 63 percent of the population among 
Mexican immigrants and from 55 percent to 66 percent for second-generation 
Mexicans in that age range. 

Earnings Growth and the Late 1990s Economic Expansion 

Economic expansions do not necessarily lift all boats equally. The 1990s 
expansion is noteworthy in that it benefited low wage workers as well higher skilled 

workers. Strong employment 
growth and declining 
unemployment translated into 
strong growth in real wages for 
most workers during 1995 to 2000 
including low wage workers and 
Latinos. The gains experienced 
since 1993 were the first real wage 
gains for lower wage workers since 
the late 1970s (Economic Report of 
the President, 1999). Latino 
workers experienced significant 
wage growth over the 1995 to 
2000 period, keeping up with the 
gains experienced by white 
workers. Even though the Latino 
workforce as a whole continued to 
earn far less, the earnings gap 
between white and Latino workers 



Figure 3. Median Weekly Earnings 
of Latino Adults, Ages 25-44 
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